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On May 23, Cuba and Russia signed a joint "memorandum" outlining new bilateral investments
in Cuba's oil, sugar, and fertilizer industries. Russian authorities say the accords are based on
a mutual agreement that the two countries will no longer build economic relations based on
Russian concessions and subsidies, but rather on "mutually beneficial" trade and investment. Last
November, Russia and Cuba reached a framework agreement to revive economic cooperation,
which plummeted after the break up of the Soviet Union in 1991. Under the November accord,
the two nations created a joint economic and scientific cooperation council, signed a new protocol
for trade exchanges and payments in 1993, and began negotiations over bilateral commercial
shipping (see Chronicle 11/12/92). Last year's framework accord paved the way for the May 23
memorandum on trade and investment, signed by Russia's first deputy prime minister Vladimar
Shumeiko, and Cuban vice president Lionel Soto. Shumeiko headed a broad delegation, which
included nearly 30 Russian investors interested in joint ventures with Cuba, as well as high-level
finance and cooperation authorities, such as Viktor Ivanov, president of Russia's state committee for
petrochemical industries. The delegation held four days of talks with Cuban officials, culminating
in a lengthy meeting with President Fidel Castro on May 22. The memorandum outlines a series
of joint investments in Cuba's industrial and agricultural industries. Russia will help finance the
reactivation of Cuba's huge oil storage facilities in the north coast port of Matanzas the country's
largest oil reception point capable of receiving shipments from commercial super-tankers and
the oil refinery at Cienfuegos, 300 km. east of Havana, which is directly linked to the Matanzas
terminal by an oil pipeline. Both facilities shut down nearly two years ago due to lack of needed
spare parts and equipment, plus the government's financial crisis. The two countries will also
begin joint production of fertilizers within two months, with Russian investment and resources
promised to reactivate one or more of the island's existing fertilizer plants, now paralyzed from
a scarcity of needed chemical imports. Although authorities hope to export some fertilizers, the
factories will mostly supply pesticides for the domestic market. Cuba's sugar industry has suffered
from a chronic lack of pesticides in the last three harvests, contributing to a sharp drop in yields.
Farmers generally use about 800,000 metric tons of fertilizers per year. But in the 1992-1993 harvest,
which began in December and concluded in April, only 120,000 MT of fertilizers were available
(see Chronicle 02/18/93). Finally, Russia will supply needed spare parts, inputs, and equipment
for Cuba's sugar industry. In fact, profits from the export of fertilizers will be used in part to help
finance Russian supplies, according to the memorandum. In addition, Russia may help reactivate
other local industries to offset imports, such as the production of tires, an essential input for Cuban
industry and agriculture. Russian officials stress, however, that the new accords deliberately
promote joint investments equally advantageous to both countries, in sharp contrast to the past,
when the Soviet Union virtually subsidized the Cuban economy. Indeed, the November framework
agreement emphasized that future bilateral relations would be based on "universally accepted
principles of international trade." Until 1989, for example, concessionary sugar-for-oil barter deals
allowed Cuba to export about four million MT of sugar per year to the Soviet Union, receiving
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in return about 13 million MT of crude oil. But under the present sugar-for- oil contract for 1993,
Cuba will only ship 1.5 million MT of raw sugar this year to Russia, receiving in return between two
and three million MT of oil. "Our working visit was a short but very intensive one," said Vladimar
Shumeiko. "The memorandum that we signed will give a new impetus to the development of
economic relations between Russia and Cuba. Before, the Soviet Union helped Cuba, but it is
impossible now to talk about Moscow aiding Havana. Both countries will develop their relations
based on a mutual interest and as equal partners." Added Lionel Soto, "The memorandum we
signed will establish the norms to be followed by both states in carrying out commercial bilateral
relations and signifies a change in existing relations between Russia and Cuba." According to
Cuban officials, more negotiations will be held in the coming months over pending issues, including
Russian investment in tourism, expanded trade between both nations, and shipping contracts. The
Russians are particularly interested in joint tourism ventures. During his stay, Shumeiko visited the
tourist resort of Varadero to examine investment opportunities. Both countries must also coordinate
efforts to find a third partner to help complete construction of a nuclear power station in Cuba.
In September 1992, President Castro suspended construction of the Juragua nuclear plant located
about 242 km. southeast of Havana near Cienfuegos after Russia demanded that Cuba pay US$200
million to Russian companies to continue building the station (see Chronicle 09/17/93). The Juragua
project, which began 15 years ago with heavy financing from the Soviet Union, was about 90%
complete with US$1.1 billion already invested. (Sources: Reuter, TASS, 05/23/93; Agence FrancePresse, 05/23/93, 05/24/93; Associated Press, 05/22-25/93)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 2 of 2

